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Often-Used 
Market Terms 


YTOCK MARKET practice has de- 
S veloped professional terms 
which puzzle many persons. includ- 
ing some investors who have 
bought and sold securities for a 
long time. Such as 

A Market Order is an order re- 
broker 


tomer. which is to be executed at 


ceived by a from a cus- 
the best price obtainable for the 
stock when the order reaches the 
trading floor. 

A Limit Order sets a restriction 
on the price at which it can be 
executed. In the case of an order 
to buy stock. the limit establishes 
the maximum which the buyer is 
willing to pay. A limit order to 
sell stock fixes the minimum price 
at which the seller will dispose of 
either the 
broker does his best to execute the 


his shares. In case 


order at an even more advanta- 
geous price than the limit placed 
upon it. 

Stop Orders, sometimes known 
as stop loss orders. are designed 
to limit losses or protect profits. 
To illustrate: if vou bought 100 
shares of stock on the New York 
Stock Exchange at $25 a share 
and sought to limit a loss, in the 
event of a market decline. to about 
S500. you could enter an order 
to sell at “20 stop.” If the stock 
advances above the purchase price, 
the “stop” order would not become 





If the stock should sell 
at $20 or below. your order would 
become a “market” order and the 
price at which it would be executed 
might be above or below $20, or 


effective. 


at $20, depending upon the state 
of the market. 

Stop orders are used also to 
protect profits after a stock’s price 
has risen above the purchase price. 
If 100 shares of stock. bought at 
$35 a share. should rise to $55. 
for example, and the owner wanted 
to safeguard most of his “paper 
profit.” he could enter a stop order 
to sell at S50, say. or $15 a share 
higher than the cost. Should the 
stock decline to $50 or below it. 
the stop order would become a 
market order and the stock would 
be sold at the best obtainable price. 

Over-the-counter Transactions are 
the stock 
changes. The stocks dealt in over 


executed outside ex- 
the counter are mainly issues that 
are not listed on any exchange. 

the 
customer who executes orders and 


for 


A Broker is an agent of 


charges a commission his 
services. differing from— 
A Dealer, who buys and sells se- 


He 


does not charge a commission but 


curities for his own account. 


expects to profit between the pur- 
chase price and the selling price. 
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Should You 


BUY SHARES IN AMERICA? 


By G. Kerrn FUNsSTON 
President, New York Stock Exchange 


PROFOUND REVOLUTION is hap- 
A pening in the American econ- 
omy. The rich men who used to do 
most of the supporting and ex- 
panding of American industry by 
their investments in the securities 
of corporations are no longer able 
to carry the bulk of that load. 
Their wealth — after taxes — has 
shrunk to a spectacular degree. 
But who, then, will succeed the 
rich in the promoting and enlarg- 
ing of American enterprise? 
Clearly it must be people in the 
middle and lower income brackets. 
Fortunately American efficiency 
and productivity have almost mi- 
raculously enlarged our resources 
in those brackets. 


Consider individuals with an- 
nual incomes —- after taxes — of 
from $5000 to $10,000. In 1929 
there were 660.000 of them. In 
1946 there were 2.300.000. In 
1929 their combined net income 


came to $4,500,000,000. In 1946 
it came to the amazing total of 
$11.200,000.000. 

An even greater growth is to be 
seen in the aggregate net income 
of individuals in brackets below 
$5000. 





Americans of moderate in- 
comes today possess many billions 
of dollars of surplus savings. 1 
thereupon feel, as President of the 
New York Stock Exchange, that 
I have an educational duty. It is 
to help to explain the nature of 
stock investment to those millions 
and millions who could properly 
be stock investors but are not. It 





People were asked if they would 
invest their excess funds in stocks. 


is to help to explain to them that 
by investing in stocks, on compe- 
tent advice, and carefully and con- 
servatively, they advantage 
both America and themselves. 
Already the tide toward stock 
investment is 


can 


flowing strongly. 
It has been estimated that there 
15 million stockholders. 


They come from virtually all in- 


are now 
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brackets. \ stock- 
brokerage firm recently found that 
that 


were people 


come large 


one-third of its “customers 
is. of its investors 


with incomes of less than S5000. 


Why Hesitancy? 


But why do we still have mil- 
lions and 
stockholders who 
stockholders ? \ survey 
throws light on the answer. People 
what they would do 
funds. Would they 
invest them in stocks? If not, why 


not? 


millions of potential 


are not actual 


recent 


were asked 
with excess 
Twenty-eight per cent said 
because of “lack of safety.” Forty 
“unfa- 
with stock-buying and 


per cent said because of 


miliarity” 
stock-selling operations. 








Your local broker is in daily 
touch with the Stock Exchange. 


The New York Stock Exchange 
is doing its best to remove some 
of that “unfamiliarity.” It is try- 
ing to dispel errors about its deal- 
ings with the public. One of these 
errors is that the Stock Exchange 
itself owns a lot of stocks and is 
trying to peddle them off to you. 

The New York Stock Exchange 
owns no stocks and sells no stocks. 
Nor does it control or in any way 


9» 


influence the prices of stocks. 
What. then, is it? Basically, the 
Stock Exchange is simply a large 
room——-about two-thirds 
of a football field—in which mil- 
lions of people sell and buy stocks 
to and another. The 
sales are made through agents. 


the size 


from. one 
called brokers. who are members 
of the Stock Exchange. 

How are prices arrived at? Let 
us see. By your instruction a 
broker on the floor is out to buy 
you shares of a company we shall 
call “River Company.” 
Your broker goes to one of the 
many trading posts on the floor 
and finds another broker who has 
shares of River Power to sell. The 
two brokers bargain. Your broker 
bids a price. The other broker of- 
By the rules of the 
Stock Exchange they must do it 
not secretly or in writing but 
orally, openly, audibly. At length 
they agree on a price. Whereupon 
a new price for the stock of River 
Power Company is recorded on 
the tapes of tickers in hundreds 


of cities. 


Power 


fers a price. 


That price is a price publicly 
reached and publicly proclaimed, 
reached in an utterly free competi- 
tive market. It is a price continu- 
ously scrutinized for its honesty. 
Agents of the Federal Securities 
and Exchange Commission con- 
stantly watch the behavior of 
prices on the ticker tape to be 
sure that prices are not reached 
through secret manipulations. And 
the rules of the Stock Exchange 





G. Keith Funston, the new 
President of the New York 
Stock Exchange, has had wide 
experience in education and in- 
dustry. For the last seven years 
he was president of Trinity Col- 
lege, Hartford, Conn. Hestarted 
his career with American Radi- 


ator and Standard Sanitary 
Corp., and in 1940 joined Syl- 
vania Electric Products Ine. 


For two of the war years he 
was Special Assistant to Donald 
M. Nelson, Chairman of the 
War Production Board, and 
later a Lieutenant Commander 





in the United States Navy. 

Mr. Funston sees in the presidency of the Exchange a unique 
opportunity to strengthen our free economic system. “It is 
through the Stock Exchange that public ownership of industry 
is spreading throughout the nation,” he has said. ‘And the 
more we diffuse our property, the more we ensure our liberty.” 











itself against such manipulations 
and other unethical practices are 


even stricter than those of the 
SEC. As President of the Stock 


Exchange, I invite any doubter to 
pay me a visit. I will show him 
our whole setup from stem to 
stern. 

Member Firm Offices 

Brokerage firms with member- 
ships in the New York Stock Ex- 
change have 1675 offices in 396 
cities. Your local banker 
direct you to a broker in your 
region. 

Remember there is risk in buy- 
ing stocks. They can go up. They 
down. Never buy 
stock in a company until you have 


can 


can also go 


satisfied yourself as to the com- 
pany’s history and probable fu- 
ture. Some companies are long- 
time dividend-payers. There are 
302 American stocks listed on the 
New York Stock Exchange that 
have paid a dividend every year 
for at least 20 years; 62 have done 
it for at least 50 years; 14 have 
done it for at least 75 years. And 
there is one old veteran that has 
actually 

vear for 


paid a dividend every 
more than 100 years. 
Your broker can get you the names 
of all of these companies. 

Some stocks, though. have rec- 
ords that are much more fluctu- 
ating. A stock is a piece of the 
ownership of a company. Com- 
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different for- 
In buying stocks, you can 
choose between smaller risk, with 
often smaller reward, and larger 
risk, with sometimes larger re- 


panies can have 


tunes. 


ward. 

Of the companies whose stocks 
are listed on the New York Stock 
Exchange, 90 per cent paid divi- 
dends last year. The average rate 
of return was 6.7 per cent. The 
average price of a share of stock 
was 540. 

How do stocks behave during 
inflation? You cannot completely 
escape from the danger of infla- 
tion by any known form of in- 
vestment. Nor you escape 
from it by avoiding investments. 
If you take $100 and hide it under 
your 


can 


mattress for ten years. its 
purchasing power. when you take 


it out. may be only $75 or even 





only $50. [ would not for a mo- 
ment claim that stocks are a per- 
fect hedge against inflation. How- 
stocks 
cently given a much _ better per- 
formance than dollars under mat- 
tresses. 

Since 1939 the cost of living has 
gone up 85 per cent. Meanwhile. 


ever. dollars in have re- 


1 





the prices of stocks, as measured 
by the Dow-Jones index of 65 as- 
sorted stocks listed on the New 
York Stock Exchange, have gone 
up 84 per cent. That is, what you 
bought of those stocks for $100 in 
1939 you could now sell for $184. 
The increase in the value of your 
stocks would have within 
one per cent of the increase in the 


been 


cost of living. 
Within Easy Reach 

Your local broker is in daily 
touch, by telegraph or telephone. 
with all the workings of the New 
York Stock Exchange. Make him 
your source of information as to 
those workings. They may seem 
to you remote and intricate. They 
are really, by telegraph and tele- 
phone, very near to you; and they 
are also quite simple. 

As President of the New York 
Stock Exchange, my interest is in 
the perpetuating and strengthen- 
ing of the private competitive capi- 
talism of this country. I hate ha- 
ranguing Americans to believe in 
their institutions. In 
proportion as they themselves par- 


economic 


ticipate in those institutions, by 
their investments in_ stocks 
or in other forms of property- 
ownership, they need no harangu- 


own 


ing. Ownership speaks louder 
than oratory. The men of the 


(American Revolution linked “prop- 
erty” and “liberty.” 
that Revolution. 


I believe in 
And I am firmly 
convinced that the more we dif- 
fuse property the 
ensure our liberty. 


our more we 





WHAT STOCKHOLDERS 
WANT ‘TO KNOW 


By WALTER P. MARSHALL, President, Western Union Telegraph Company 
i gray pans 


HAT ARE THE most important 
facts and figures stockhold- 
ers want to know about the com- 
pany in which they own shares? 
What are the questions most often 
asked by stockholders? 
Do beneficial effects for 
stockholders 


both 
flow 
from a stockholder interview pro- 
gram? 


and company 





Western Union employe interviews 


a_ stockholder of the company. 
before 1939, 
Western Union had carried out a 
policy of keeping stockholders in- 
formed about their company’s af- 
fairs. The 
started 12 
this effort. 

The 


For many years 


interview program, 


years ago, topped off 


pattern of stockholders’ 


questions, naturally, has varied 
from year lo year, Among thou- 
sands of questions that have been 
asked and be asked 


hy both new and old stockholders, 


continue to 


ten are most frequently mentioned. 
The substance of them provides 
an enlightening guide as to what 
subjects constantly hold the great- 
est interest for stockholders. 


1. Dividends and Earnings . . 
Since stockholders are primarily 
interested in the safety of their 
investment and a fair and equitable 
return. the No. | topic of stock- 
dividends 
Up-to-date infor- 


holder conversation is 
and earnings. 
mation about company earnings 
and other relevant data regularly 
supplied company representatives, 
helps them answer stockholders’ 


questions quickly and accurately. 


Keen interest 
in the qualifications and_ policy 


2. Management. 


views of top management officials 
is displayed by stockholders. 
Praise and encouragement are 
generous when management turns 
It is notable that 
Western 
Union experienced rough financial 


in a good job. 


in recent years, when 
seas, comments favorable to man- 


agement’s plans for mechanization 
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Elected President of Western Union 
in 1948, Walter P. Marshall has 
guided the company in a $100,000,000 
improvement program which has dou- 
bled its message-carrying capacity. 
Improvement in Western Union’s fi- 
nancial condition has kept pace with 
the mechanical gains. Profitable op- 
erations have replaced heavy deficits 





in 1948 and 1949. 








Mr. Marshall views as a primary objective the establishment 
of a national communications policy to insure the continuance 
of free enterprise in the communications field. He recently out- 
lined his recommendations for a national policy to Congress. 








and plant improvement were ex- 
pressed by 98 per cent of all stock- 
holders interviewed, 


3. Stocks and Bonds. Current 
market prices of stocks and bonds 
form a favorite subject. The de- 
gree of interest depends on the 
stockholders’ viewpoint as an in- 
vestor or speculator. Advice on 
buying and selling is frequently 
asked of the Western Union rep- 
Of course, such re- 
quests are politely declined since 


resentative. 


the representative's job is simply 


to present facts and, incidentally. 


to develop a greater use of the 
telegraph by the stockholder and 
to persuade him to influence others 
to do likewise. 


1. Development and Research. 
Steadily attracting the interest of 
stockholders is the technical pro- 
egress of the company and its $100.- 
000,000 program of 
mechanization 


nationwide 


and service’ im- 
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About one-third of 
all stockholders interviewed voiced 
inquiries and comments on_ this 
subject. Facsimile telegraphy. by 
which as many as 3,000 words a 


provement. 


minute may be transmitted, among 
other technical advances. greatly 
intrigued a large number of West- 
ern Union owners. 


5. Financial and Economic Con- 
ditions. Existing economic condi- 
tions, government regulation and 
taxes, war threats, rising costs, 
competitive conditions, and the ef- 
fect of these various 
earnings and future revenues are 
subjects of interest to a substan- 


factors on 


tial group of stockholders. 


6. Annual Company Report. 
Contrary to some widely-held be- 
liefs about annual reports, Western 
Union stockholders say they de- 
pend upon the annual report of the 
company for information and the 
vast majority indicate they read 





the company’s reports closely. 
Western Union’s annual report. 
tells the 


story of its year’s operations in 


generously _ illustrated, 


simple, non-technical language. 
The company has received several 
awards for an annual report dis- 
tinguished for content, typography 
and format. Stockholders say 
they want a down-to-earth report 
that besides a 
public accountant or professional 
market analyst can understand. 


someone certified 


7. Employe Relations. Stock- 
holders indicate an increasing 
awareness of the importance of 
good employe relations. At the 
same time they display close in- 
terest in the rising cost of wages. 
employe benefits and social se- 
curity taxes and their effect’ on 
company earnings. 


New 


products and services of the com- 


8. Sales and Services. 








pany indicate new revenue sources 
and increased earnings. Like other 
companies, Western 
Union regards its stockholders as 
potential customers and salesmen 
for the company as well as owners. 
Copies of the company’s latest 
promotional material is left with 
stockholders, the type depending 
upon the business or other inter- 
ests of the person interviewed. 


progressive 


9. Company Surplus. “Surplus.” 
as a term involving invested capi- 
tal, is not widely understood. Many 
stockholders believe all surplus con- 
sists of cash or other liquid assets, 
rather than earnings largely rein- 
vested in the such 
as plant, equipment, ma- 
and supplies. 
afford the opportunity to clarify 
this important subject.  Stock- 
holders say they want and appre- 
ciate clear explanations of ac- 


business in 
forms 


terials Interviews 


counting terms. 


High-speed message center of Western Union at New Orleans. 











10. Stockholder Interview Pro- 
gram. A vast majority of stock- 
holders approve of the idea of per- 
sonal calls by company representa- 
tives. Occasionally, a stockholder 
states that he has already obtained 
all of the information desired 
from the company’s report. or 
from his broker, and in such cases 
no further calls are made. How- 
ever, most stockholders say they 
appreciate the opportunity such 
calls offer to ask questions and 
learn more about the 
they own. 


business 


How It All Started 


Western Union was found to be 
uniquely equipped to pioneer what 
is believed to be the first exten- 
stockholder pro- 
gram carried out through com- 
pany employes. A large pro- 
portion of Western Union people 
are experienced in meeting and 
dealing with the public. 

Here’s how Western Union or- 


sive interview 


ganized its interview program: 
Employes every _ state, 

several hundred in all, took part 

in the program. 


from 


Each was given 
an advance briefing on the plan, 
then training and information to 
qualify him to answer stockhold- 
ers’ questions. 

If the stockholder, after a ques- 
tion or two, wanted to know more 
about Western Union, or to dis- 
cuss some of his own problems and 
interests, that was fine. The em- 
ploye was to listen, note all opin- 
ions, suggestions and criticisms 
relating to the company and for- 


oO 
Oo 


ward them to headquarters for 
review, analysis and future guid- 
ance. 

Employes assigned to make the 
stockholder calls were given de- 


tailed instructions on such sub- 
jects as company management. 


earnings. salaries and wages, pen- 
sions and other employe benefits. 
including information about the 
company’s directors. 

The instruction was imparted 
with great care. so that economic 
facts could be effectively interpret- 
ed to stockholders. 

Four out of five stockholders 
asked questions about the company 
or offered suggestions. Many re- 
marked it was the first time a rep- 
resentative from a company in 
which they held stock had called 
on them. Approximately half 
voluntarily commended manage- 
ment for taking such a progressive 
step and said they welcomed the 
opportunity to ask questions of 
an informed representative. The 
results proved that the idea was 
sound and filled a definite need. 


Benefits of Program 


The results of the interview pro- 
gram over the years have been im- 
proved stockholder understanding. 
pride in the company’s progress. 
and faith in its future. The pro- 
gram has proved to be one effec- 
tive way of building increased 
understanding and cooperation 
among management, employes and 
stockholders, and has helped de- 
velop a greater appreciation of the 
American way of doing things. 


Stock Market 


ECENT BUYING in the stock mar- 

ket has, in some respects, had 
a different result than in 
older market periods. Time was 
when concentrated buying orders 
would frequently lead to a fast 
run-up of prices. Let’s see what 
happened, however, during the 10 
full trading days on the New York 
Stock Exchange that ended with 
September 5. 


some 


Centers of Interest 


Interest during this stretch was 
centered extensively among petro- 
leum, mining and steel stocks. Re- 
viewing 15 active, prominent stocks 
on the Exchange during the 10 
days. we find the following issues 
among the most active. The col- 
umns show the number of days of 
comparatively great activity and 
the price changes that occurred: 


Price 

Days Change 

Anaconda Copper 5 +$2.75 
Canadian Pacific . . . 7 + 2.87 
General Motors 5 + .75 
Phillips Petroleum . . 6 + 3.25 
Radio Corp. ... . 6 oT 
Socony-Vacuum 2m + 1.00 
Stand. Oil (N. J.) . . 3 + 1.50 
Texas Co. 3 + 4.62 
U. S. Steel 5 + 1.12 


Four of the nine issues of the 
table are oil company stocks and 
a fifth — Canadian Pacific — has 
reflected speculative sentiment 
aroused by that railroad’s oil land 
prospects, also by its ownership of 


profitable mining interests. Gener- 
ally speaking, each day’s turnover 
of the nine stocks was 10,000 or 
more shares, individually. 

Even in relatively dull markets. 
the presence of any stock on the 
most active list on seven out of 
ten days would indicate a heavy 
concentration of trading interest. 
The inclusion of a stock on four. 
five or six days in the top group 
in point of turnover indicates pop- 
ular focal points of public atten- 
tion. Still, with the exception of 
the $4.62 rise of Texas Co. stock, 
the gains were scarcely startling 

registering as hardly more 
than a “bulge.” 


Greater Listings 


One for the 
price gains, contrasted with past 
bull markets. could be the greater 
number of stocks on the Exchange’s 
market today. There are 1.478 
stock issues listed on the Exchange, 
compared with only about 1.000 
in the mid-1920s. 

Buying activity is spread over 
a greater number of stocks. For 
example. while oil company shares 
dominate the tabled group of 
most active stocks, a sizable trad- 
ing interest during the 10 market 
sessions extended also to perhaps 
a dozen other petroleum stocks. 

The sharp price gains of past 
speculative outbursts were brought 
about by pin-pointing transactions 
on relatively few stocks. Investors 


reason moderate 
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simply did not have as many 
stocks to choose from as they have 
today. 

Aside from the dealings in the 
group of most active stocks, other 
important market developments 
took place in the 10 trading ses- 
sions from Aug. 20 to Sept. 5. 
Motion picture company stocks 
were brought into the bullish pic- 
ture for a while. The long dormant 
railroads made several half-hearted 
attempts to score a fairly broad 
rally, although their best effort 
did not come until after Labor Day. 
But among them, also, was further 
evidence of concentrated buying 





interest, as in the case of Canadian 
Pacific and Northern Pacific. 

Both attained new high prices 
for 1951. while such eastern stocks 
as Pennsylvania, New York Cen- 
tral and Baltimore and Ohio were 
pretty well stalled. The Dow-Jones 
railroad stock average at 80.87 was 
almost the same on Sept. 5 as on 
Aug. 20. 

Viewing the industrial stocks. 
the fact that the Dow-Jones average 
has risen to the highest level since 
1930 is an old story, although the 
peak above 275 was recently at- 
tained. The average has found the 
going slow this summer. The ad- 








SaMpLep “OLpEst” DivipENpD Payers—60 YEARS OR LONGER 
1950 % Yield 
Yr. Div. Cash Div. "51 High Recent on Rec. 
Jegan (incl. extras) Price Price ’rice* 
American News Co. 1864 $2.50 36% 34 7.3 
Am. Tel. & Tel. Co. 1881 9.00 163% 162 $5 
Cannon Mills Co. 1890 3.00 61 53 5.6 
Cincinnati Gas & Elec. Co. 1853 1.70 38% 38 4.4 
Con. Edison Co. (N. Y.) 1885 1.70 31% 31 55 
Continental Ins. Co. 1854 2.80(a) 78 71 4.0 
Corning Glass Works 1881 2.00 78 72 2.8 
Diamond Match Co. 1882 3.00 54 51 5.9 
Parke, Davis & Co. . . . . 1878 1.75 63% 59 3.0 
Pennsylvania R. R. Co. 1848 1.00 26%4 19 a2 
Penna. Salt Mfg. Co. 1863 69 64 3.5 
Procter & Gamble Co. 1891 3. 80 71 5.0 
Pullman Incorporated 1867 4.00 1814, 4 9.1 
Ruberoid Co. 1889 3.18(a) 60 57 5.5 
Seovill Mfg. Co. ar 1856 2.75 38 35 7.8 
Standard Oil Co. (N. J.) . 1882 2.50(a) 70% 70 3.5 
Unit. Gas Improv. Co. 1885 1.40 297% 29 1.8 
Washington Gas Lt. Co. ; 1852 1.50 27 26 5.8 
Westinghouse Air Brake Co. 1875 1.92(a) 2834 26 1.3 
S. 8. White Dent. Mfg. Co. 1881 1.56¢a) 3854 38 4.1 
(a) Adjusted. * Figured on basis of 1950 dividends. 











vance of 6.29 points between Aug. 
20 and Sept. 5 looks impressive 
until reduced to a_ percentage. 
which is only a shade more than 
2 per cent. 

Well-designed stock price “aver- 
ages” employed to trace the mar- 
ket trend answer their purpose 
very well, whether they contain 
30 issues or 100 and they 
disclose new price peaks (on the 
average) or new lows at about the 
same time, irrespective of the num- 
ber of stocks used. They show the 
over-all trend, but they are often a 
poor staff for the investor to lean 
upon in making his selections. 

There were great divergences be- 
tween the performances of aver- 
ages and individual stock prices 
in the bull market of 1946; there 
have been even greater ones this 
year. 

One cause of this divergence has 
been the narrow number of issues 
sought by institutional investors. 
which has resulted in a bidding up 
of prices for a small group of 
quality issues. An “average” is usu- 


ally well larded with top-grade 
issues, Personal trusts. pension 


funds, life insurance companies, 
universities and other institutions 
have been more active as buyers 
of stocks in recent years. because 
of both 
changes. 


statutory and _ policy 

The main reason for this greater 
demand is the satisfying yields 
available on selected stocks. For 
more than four and one-half years 
the average yield of all dividend- 
paying common stocks on the Ex- 


change has been 6 per cent or 
higher. When last computed, on 
July 5 of this year, the average 
yield was 6.7 per cent. 

The income return available on 
selected stocks has attracted indi- 
vidual investors, as well. The sta- 
tistics of “oldest” dividend pay- 
ers. on page 10, afford material for 
study in this connection. 


Yields of Long-Term Payers 


A 60-year dividend payer would 
usually qualify as a conservative 
stock. A feature of the statistics is 
the reader attention which they at- 
tract to the record of dividend 
yields. That feature is the high pro- 
portion of the tabled stocks which 
yield 5 per cent or more. on the 
basis of recent prices and regular 
and extra dividends paid in 1950. 
Since an investment rating may be 
ascribed to most of the long-time 


dividend payers. this question 
arises: 
Does some uncertainty exist 


minds 
about 1951 year-end dividends in 
view of the tax bite being taken 
out of this year’s profits? 
However, although as much as 
a 5 per cent return on “oldest” 
dividend payers could be con- 
sidered high (some yields are in- 
deed well below that figure in the 
table). explanation would doubt- 
less occur to a trained statistician 
after studying this year’s events in 


in conservative investors’ 


each company’s business. As a 
group. the 
steady. but not spectacular, pro- 


companies rate as 
ducers of per-share earnings. 


1] 








What 





Is A Good 





tock? 








COMMON stock that John 


A investor looking 
for dividends, labels as a “good” 
stock may not appeal at all to 
George Smith, a_ trader. 


Jones. an 


Jones 
and Smith approach the stock 
market with different 
Jones seeks a satisfactory yield on 


motives. 


his money, say 4!% to 6 per cent. 
Smith wants a profit through the 
price fluctuations that he antici- 
pates—-a__ profit commensurate 
with the risk he is willing to run. 

Smith 
stock as 
promise a profit, but Jones would 
not think of buying some of the 
stocks that attract Smith. 

Many stocks listed on the New 
York Stock Exchange offer slight 
attraction to traders but are popu- 
lar with 


may choose the same 


Jones if it seems to 


conservative investors. 
Many stocks which less conserva- 
tive investors would not buy are 
considered as “good” stocks by 
traders. 

Tides of different motives con- 
stantly find expression in pur- 
and sales on the Stock 
Exchange. They make for ac- 


chases 
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tivity and marketability in the 
market. Because of varying mo- 


tives the Exchange’s list of 1,050 
common stocks, representative of 
every American industry, fill the 
needs of a multitude of investors 
and traders. Motives in acquir- 
ing stocks are the principal ele- 


ee 


ments in defining a “good” stock. 

Contrary to much public opin- 
ion, traders are not necessarily 
speculators who try to “scalp” 
quick profits or follow a “get-in- 
and-get-out” method as opportun- 
ity offers. Plenty of traders hold 





their stocks for weeks or months, 
even They are 
collect dividends during 


vears. glad to 
the wait 
for an expected profit, if divi- 
dends are paid. But dividends are 
taken in stride, on to a different 
goal, 
Like 
to the 
shares 
turing 
tary 


a patient trader, known 
writer, who bought 200 
of an airplane manufac- 
stock in 1948, when mili- 
orders for warcraft 
light and the company’s net earn- 
ings low. The price paid was $21 
a share. The stock had sold as 
high as $35 a share in 1946 and 
as low as $14.12 in 1947, a year 


were 


when the company reported a 
deficit. 

Although a small dividend was 
paid in 1948, few investors would 
have thought the stock “good” 
for them. Many traders, too, rated 
the stock as an indifferent pros- 
pect because the price for several 
vears had rallied poorly when 
the general market was moving 
The trader who bought 
the stock reckoned that military 
orders would come along in time 
and two years later his expecta- 
tion was realized. The stock was 
sold late in 1950 at $52 a share, 
for a capital gain of around $6,100, 
net, on a $4,200 venture. 

The trader’s foresight had been 
justified, the stock had met his 
definition of a “good” stock. 


upward. 


A Basic Quality 
What lies at the very base of 
all calculations which define a 
“vood” stock? It is a_stock’s 
ability to enjoy a continuing mar- 
ket and to be marketable. The 
issuing company must be recog- 
nized as strong enough in produc- 
tive assets and earnings possibili- 
ties to show that insolvency is 
hardly to be thought of. A stock 
that might disappear from the 
market would not be ‘ 

any definition. 


‘good” in 


At the opposite pole from a 
trader's idea of a “good” stock 
for his purpose stand the ideas of 
an ultra-conservative investor. He 
argues that a millionaire might 
own far more stocks than he, but 
cannot acquire any better ones 





#-—) Dividends { 


~~ —~{] PROFITS | 





than he 
change 
out. 


can on the Stock Ex- 

. if he searches them 
Where the trader’s impres- 
sion of a “good” stock may be 
shaped partly by trading sense. 
which can be completely wrong, 
the super-careful investor aban- 
dons sentiment and sticks to cold 
analysis of corporate assets, divi- 
dend records and actual earnings. 

It is fair to say that such an in- 
vestor does not believe that ‘any 
stock is “oood” for him until re- 
search proves that it is. He'd like 
to see a capital gain accrue some- 
time, he is content with a moderate 
dividend return; but he 
that the stock he 
proved to be worth at least as 
much as the market price when 
he buys. 


insists 
invests in be 


There is a great body of invest- 
ors who qualify their definition 
of a “good” stock 
diversification. It 


by seeking 
is a debatable 
question whether a conservative 
investor accomplishes what he in- 
tends if, after selecting what he 
decides to be the best stocks that 
research can uncover. he adds to 
them others of lesser worth on the 
theory that thus he will spread out 
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his risks. He already owns, say. 
four of the best, which cost him 
$1.500: what advantage would he 
derive putting additional 
funds into other stocks. or from 
selling one of the four and rein- 
vesting the proceeds in two issues 


from 


that he rates as secondary ? 
Diversification of another kind 
is attained, however, by holding 
a variety of stocks. Persons who 
aim at something more than pro- 
tection through a diffusion of 
stock ownership are less concerned 
about a definition of a “good” 
stock than with practical motives 
in buying. It could be said that 
such investors constitute the great 
rank-and-file of informed men and 
women who like stock ownership. 


Broad-Gauge Buying 

They want quality but also a 
sizable dividend yield. They do 
not split statistical hairs in their 
inquiries into a_ stock’s worth. 
realizing that they may sacrifice 
something in yield if their esti- 
mate of values is highly conserva- 
tive. They realize that the mar- 
ket contains a great many worthy 
stocks of corporations with long 
dividend and records 
of successful operation. They are 
willing to spread their risk over 
a number of thoroughly worthy 
stocks . 
goes beyond stock diversification. 

The investment list of such in- 
stocks of 


histories 


with a purpose which 


contains (a) 
durability as dividend 
(b) others with growth 
qualities. regardless of the size of 


vestors 
proved 
payers. 
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often 


current dividends, and (c) 
others whose annual price ranges 
over a period reveal an ability to 
respond more quickly to favor- 
able developments than the gen- 


eral market. To illustrate: a $30.- 
000 portfolio comes to the writer's 
The investor had 
accumulated the stocks during both 
favorable and unfavorable stock 
markets. At the end of 10 years, 
an appraisal showed that six of 
the fifteen issues were lower than 
cost prices, but the remaining nine 
had advanced sufficiently to give 
the entire fund a value 28 per cent 
higher than the cost. and the divi- 
dend yield on cost was above 
7 per cent at the period’s end. 
Another investor spread the in- 
vestment of about $7,300 over four 
stocks in 1942, acquiring a petro- 
leum. a chemical, a motor car and 
an electrical equipment issue—all 


recollection. 


as “good” as research could de- 
termine. The stocks were bought 
to keep. The oil and motor car 
stocks were later split. The market 
trend aided prices, and in the early 
part of 1951 the portfolio was 
worth $11.700. 

Research and patience had been 


effective. —WiILLIAM W. CRAIc. 


Statistical and other factual informa- 
tion as well as comment regarding any 
securities referred to in THE EXCHANGE 
have been obtained from sources deemed 
to be reliable, but Tuk EXCHANGE as- 
sumes no responsibility for their accur- 
acy or completeness. Neither such in- 
formation nor any reference to any 
particular securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 


Sports 


—A NEW 





“p ray balli” . ... “Three up 
and two to go!” .. . “Thirty- 
fifteen!” . . . “Touchdown!”—the 
familiar words evoke pictures of 
trim athletes and the feel of warm 
sunshine or crisp autumn air. But 
have you thought of sports as a 
rapidly growing big business? 

No one is apt to dispute the 
fact that we are the most sports- 
minded nation in the world. But 
perhaps many do not fully appre- 
ciate the part sports play in our 
way of life—not only in the health, 
vigor and welfare of our people. 
but as a factor of major impor- 
the national economy. 
with significant effect on such 
basic industries as textiles, trans- 
portation and many others. 

\ major force behind the ex- 


tance in 


BUSINESS ASSET 


By C. F. Rospsins. President 


1. G. Spalding & Bros., Inc. 
panding business of sports is in- 


dustry’s interest in employe recre- 
ational activities. Substantial sums 
have been spent for the parapher- 
nalia of such sports as softball. 
baseball, volleyball, soccer, tennis. 
golf and other games. Greater par- 
ticipation in outdoor sports has 
been encouraged, too, by enlarged 
public facilities. 

Industry’s conviction of the 
vital need of sports recreation to 
build the morale and efficiency of 
employes is indicated by a report 
in The Wall Street Journal by Wil- 
liam A. Edmund. of Goodyear 
Tire and Rubber Company. Mr. 
Edmund, who is past president of 
the National Industrial Recreation 
Association. stated that industry 
expects to invest $400 million in 
recreation activities in 1951. 

The last survey made by /ndus- 
trial Sports Journal showed that 
in industry alone there are 50 to 
75 million total participants. in- 
cluding families of workers. It 
also showed 630 thousand softball 
players. 250 thousand basketball 
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The eighteen years since Charles F. Rob- 
bins took the helm of A. G. Spalding & 
Bros. has seen this venerable sports goods 
company enter an era of wide athletic in- 
terest. His idea of a “busman’s holiday” is 
to join the throng on crowded first tees. He 
shoots around 85—on a good day. A Yale 
product, he began business in a_ stock 
brokerage office in New York in the “panic 
year” of 1907, then mined phosphate in 
Florida, before joining Spalding in 1915. 








players, 450 thousand golfers and 
considerably more than a million 
bowlers. These figures were con- 
sidered conservative. 

It is obvious that recreational 
expenditures fluctuate and_ that 
they are much greater in times of 
prosperity and high employment. 
Purchases of recreational goods 
and services were four times 
ereater just before World War IT 
than they were 30 years ago. 

Any study of the broad benefits 
of sports in American life should 
also include their influence on the 
youth of the nation. J. Edgar 
Hoover, chief of the Federal Bu- 
reau of Investigation, stated that, 
“The importance of playgrounds 
and sports activities in diverting 
youth’s attention from unhealthy 
by-paths of crime to the ways of 
good, clean living has been proved 
time and time again.” 

Speaking of new developments 
in recreation in the U. S.. the Twen- 
tieth Century Fund’s _ report, 
“America’s Needs and Resources,” 
says: 


“Significant changes have been 
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the general acceptance of the idea 
that recreation is one of the neces- 
sities of life for young and old 
and the vast growth of organized 
and commercial recreation. The 
shortening of working hours. the 
growth of cities and the rising 
standard of living. have made it 
possible for the average person to 
spend increasing amounts of time 
and money on recreational activi- 
ties.” 

Much credit must go to the 
American Legion for its Junior 
baseball program which has grown 
to embrace more than 16 thou- 
sand Post teams. The Little League 
baseball project is another of the 
highly constructive movements of 
our times for developing sports- 
manship and clean, competitive 
spirit among youngsters all over 
the country. It is conducted as a 
volunteer local community proj- 
ect. Little League baseball is for 
boys of 12 years and under. Its 
policies are directed by business- 
men. Today there are 765 leagues, 
3800 teams and 68.000 players in 
38. states. 


Sports have contributed directly 
to the expansion of many indus- 
tries. In fact they have helped 
create a host of new, marketable 
products. One conspicuous exam- 
ple is the enormous growth of the 
sportswear industry. In the wom- 
en's sportswear field, the estimated 
retail sales, including junior sports- 
wear, is $850 million. And men’s 
sportswear accounts for 
cent of the total 
wear stores. 


19 per 


sales in men’s 


Early History of Company 

With the growing participation 
in sports by the great mass of our 
population — including the ever- 
increasing number of school and 
college players business is 
in a key position to benefit. And 
perhaps the following cogent facts 


our 


about Spalding’s position in the 
field of sports will be interesting. 
\. G. Spalding and Bros. has been 
an integral part of the development 
of sports in America since the firm 
was founded 75 years ago by Al- 
bert Goodwill Spalding. Al Spald- 
ing. one of baseball’s immortals. 





was the outstanding pitcher of his 
day. He was also instrumental in 
developing the National League. 
With his first store in Chicago in 
1876 he had the advantage of the 
merchandising talents of his 
brother. James Walter Spalding. 
and the financial experience of his 
brother-in-law, William Thayer 
Brown. Thus Al's abilities were sup- 
plemented by the practical business 
qualities of two able associates. 

In 1885 this company acquired 
the firm of A. J. Reach & Co. (also 
founded by another old baseball 


player). In 1892 the firm of 


Wright & Ditson was absorbed. 
George Wright was another old- 
timer in baseball. 


Although 


the firm which Al 
































Spalding founded was destined to 
supply about one-third of all the 
athletic goods made in this coun- 
try. baseball had given it its start 
and the company’s trade mark has 
always baseball with 
“Spalding” as part of the design. 

Since 1876 it’s been a tradition 
in baseball that the only ball used 


been the 


in the National League has been 
the “Spalding.” Twenty-five years 
later. when the American League 
started. the other Spalding-made 
ball. the “Reach.” was adopted. 
Spalding-made tennis balls have 
official standing in that sport, also. 
Since 1887 Spalding-made Wright 
& Ditson has been the only ball used 
in the National Tennis Champion- 
ships and in all U. S. Davis Cup 
Matches. too. The company made 
the first golf balls and clubs in 
America. The Spalding “Dot” and 
Spalding registered matched clubs 
known to of the 
million or more men and women 
who play golf. The football vou 
usually see in 
the major col- 


are most two 


lege games is 
the Spalding 


“J5-V." Spald- 
ing also made 
the first basket- 
ball. 
The 


tion of Spald- 


reputa- 


ing products is 
a business as- 
set. That repu- 
tation has been 
maintained — by 


advance re- 





search. manufacturing ingenuity 
and widespread consumer and 


trade promotion, 

Since 1938 Spalding has been 
out of the retail business—with 
the exception of three stores in 
New 
demonstration stores with adver- 
tising value. Spalding’s present 
policy is to sell only through dis- 
tributors. 


York which are considered 


During the war most of Spald- 
ing’s facilities were converted to 
war production for which our spe- 
cialized facilities so well equipped 
us. However, substantial quanti- 
ties of athletic goods were made 
for the Armed Services and golf 
was kept alive by a program of 
synthetic and reclaimed golf ball 
production, 


Huge Post-War Demand 


The end of the war brought a 
pent-up and urgent demand for 
golf balls and clubs, tennis equip- 
ment and all athletic goods. Dur- 
ing this era the new Spalding plant 
at Chicopee, Mass., was planned 
and its construction was completed 
in 1948. It occupies 500 thousand 
square feet of floor space in a tract 
of 34 acres. In it are concentrated 
the company’s laboratories, testing 
and manufacturing operations. 

Sales in the 
we converted 


war years, when 
about one-half of 
our manufacture to war material. 
ranged from $9,700,000 in 1942 
to $16,258,000 in 1945. In_ the 
years 1946 through 1950. sales 
ranged from $19,500,000 in 1946 
to about $23.000.000 in 1950. 








More Venture 
Capital 





ry\wo YEARS AGO the reluctance 
| ey investment money to flow 
stocks aroused dismal 
from financial leaders 
which echoed through 1950 and 
into 1951. But see what happened 
during the second quarter of this 
year 


The 


into new 


comment 


Exchange 
Commission reports that — stock 
flotations during that quarter 
amounted to $640,000,000, or 
about double the total of the first 
1951 quarter. 

Of this equity financing. 5440.- 
000,000 was accounted for by com- 
mon stocks, the largest quarterly 
output since the second quarter 
of 1930. The remaining $200,000.- 
000 was preferred stocks. 


Securities and 


Eventually many of these issues 
will qualify for listing on the New 
York Stock Exchange. 

This sudden awakening is rather 
curious in the light of the handi- 
caps imposed on new stock financ- 
ing by higher taxes eating heavily 
nto profits. As an example, the 
Westinghouse Electric Corp. re- 
ported recently that its Federal 
taxes for the first half of 1951 
amounted to 245 per cent of the 
same imposts a year before. Motor 
car and steel companies have also 
heen hit by the bite which Uncle 
Sam is taking out of corporate 


earnings ... and a new tax bill. 


with higher rates, is in the works. 

\ leading buy 
stocks is a reasonably good divi- 
dend = return: evidently the sub- 
scribers to new issues in the second 
quarter thought that high 
porate taxes would not bear down 
too heavily upon the earnings of 
the issuing companies. Another in- 
ducement to 


incentive’ to 


cor- 


acquire common 
stocks is the expectation of a capi- 
tal gain through rising prices; pre- 
sumably second quarter investors 
in new issues thought the market 
prospect not discouraging. Another 
stimulus to stock sales is the pres- 
ence of a big backlog of personal 
savings, 
Utilities in Lead 

Perhaps a really valid explana- 
tion for the demand, a bit outside 
the realm of conjecture, is to be 
found in the kinds of stocks which 
came to market. Of the new com- 
mon stocks, according to the SEC's 
figures. no less than 49 per cent 
were issued by electric and gas 
companies. This classification of 
venture capital can be no less 
speculative at times than are stocks 
of many industrial concerns, but a 
persistently rising demand for elec- 
tric energy and gas has put an in- 
vestment stamp upon selected util- 
ity equities, 

Bank stocks accounted for 24 
per cent of the quarter’s output 
and these. too, 


are frequently 


stamped as investments, 
Oddly, manufacturing issues pro- 
vided only 21 per cent of the new 
common stock sales. 


good 
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SANGAMO ELECTRIC 
COMPANY 
700,000 Shares 

Common Stock, $10 Par 


Ticker Symbol: SGM 








ee ELectTrRic COMPANY, 
which celebrated its 50th an- 
niversary in 1949, is a manufac- 
turer of electric measuring and 
control equipment. When it start- 
ed out in Springfield, IIL, the com- 
pany sought a distinctive local 
name, and so took the name of an 
Indian chief, “Sangamo,” who was 
head of the Illini tribe when white 
people first came to the region near 
Springfield in 1815. 

Nearly 2,500 persons are cur- 
rently employed at the company’s 
major plant in Springfield. In 
1947 the capacitor division was 
moved into a separate factory at 
Marion, IIl., where about 1,400 are 
employed. Affiliated companies in 
which Sangamo holds a controlling 
interest located in Leaside, 
Can., with 1,100 employes. and 
Sangamo-Weston, Limited, En- 
field, Eng.. where 1.500 comprise 
the working force. 


are 


No consumer goods are manu- 
factured by the company. Sanga- 
mo’s products are sold to electric 
utilities, industrial the 
radio. television and electronics in- 


concerns, 


dustries. electrical contractors, the 
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sign market, and owners of truck 
and bus fleets. 

Electric 
pany's most important product. 
These include the ordinary house 


meters are the com- 


watthour meter, as well as mechan- 
ical and thermal meters for various 
types of measurements and instru- 
ment transformers. Capacitors are 
not only used in all radio and tele- 
vision equipment, but for many in- 
dustrial purposes. Sangamo is also 
a leader in the manufacture of time 
switches. 

During the war the company de- 
veloped important sonar equip- 
ment for the Navy and remains a 
large supplier of this equipment. 

Sales for the first six months of 
1951 amounted to $15,197,433, re- 
sulting in net earnings of $917,654. 
This is approximately $1.31 per 
the 700,000 common 
shares outstanding. This compares 
with net earnings of $916,691 in 
the first half of 1950. Sales in the 
first half of 1951 increased to $15.- 
197,433 from $10,467,600 in the 
comparable 1950 period. 


share on 


Calibrating watthour meters. 




































Gone—But Not 


Lamented 


6ePPVHAT.” said a grey-haired 

Wack broker one day in 1909 
as he pointed to a series of stock 
ticker 
“shows a bucket shop is shaking 
out its customers who think they 


quotations on the tape, 


own Union Pacific shares.” 

In the 
with the stock market quiet and 
prices running along evenly, Union 


course of 20 minutes. 


Pacific had fallen $2.25 a share 
under sudden selling. © Quickly 
the stock rallied and ended the 


day at about the price being paid 
for it before the selling began. 

The broker explained: “A bucket 
shop is a phony brokerage office 
that accepts orders to buy stocks 
but doesn't The 
shops use stock price fluctuations 


execute them. 
as a means of plain gambling. 
They do business on a ‘two-point 
margin. That is, you can go into 
one of those places and. in effect. 
lay a bet that the stock you pick 
will rise in price. You can ‘margin’ 
with $100. But if the 
stock drops $2 per share from the 


50. shares 


purchase price. the customer is 
‘sold out. the bucketeer pockets 
the $100.” 

Fortunate it is just now. when 
incomes are generally good and 
money plentiful, that the old-time 
bucket shop long ago surrendered 
to vastly improved financial ethics 
and law enforcement. 





lt developed in course of in- 


vestigation years ago that there 
were several chains of such gam- 
bling establishments. one running 
through — the Valley 
and one or two more traversing 


Mississippi 


this country in other directions. 
They had _ their 
When a 


through reports sent to headquar- 


own clearing 


houses. chain found 
ters by its “office managers” that 
too many people had bought a 
particular stock, edging its price 
upward. the price would be driven 
down by heavy selling. as in the 
example of Union Pacific. 
Bucketing was profitable. It had 
an atmosphere of respectability. 
A lot of bucket shops looked like 
legitimate brokerage offices. More 
than a few independent bucketeers 
paid when the customers won. rely- 
ing on the 


“percentage”... caleu- 
lating that more customers would 
be wrong than right in judging the 
market's trend. And bucketing cut 
heavily into bona fide securities 
transactions. 

The New York Stock Exchange 
and other exchanges fought the 
bucketeers tooth and nail. cutting 
off their ticker service as one in- 
strument of attack. But the buck- 
eteers used ingenious methods to 
get stock prices from legitimate 
Bucketing 
sufficiently virile to last until 1922. 
when a prolonged market upturn 
—the bucket shops could operate 


brokerage wires. Was 


successfully when 
both 
shady business out. 


Winttiaw W. Crate. 


only prices 


moved ways—wiped the 


WHO DECIDES 
HOW MUCH A STOCK 
WILL COST ME? 


. may say “everybody 


knows the answer to that question.” 
Unfortunately, everybody doesn’t! A 
good many people have some very wrong 
ideas about stock prices. And that kind 
of misinformation doesn’t do anyone 
any good. So, let’s look at the facts. 

When you buy or sell stock on the New 
York Stock Exchange: 

The price is decided by yow and all 

other investors bidding for or offering 

to sell that stock. The most a buyer 
will pay and the least an owner will 
accept sets the price. The price is not 
decided or “‘set’”’ by Wall Street or by 
the Stock Exchange. It is not cecided 
by “big” bankers, “big’’ brokers or 

“big” anybody else. 

Remember, each stock listed on the 
New York Stock Exchange has just so 
many shares outstanding. And orders 
of people all over the country to 
buy or sell those shares come to the 
trading floor of the Exchange. There 
prices are arrived at in open competition 
between brokers representing buyers 
and sellers . . . and are published 
promptly for all to see. 
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